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Retail Sales Rise, but Economic and Financial Worries Persist

Retail and Food Services Sales Excluding . Retail salesrebounded in June. After dropping 1.1

Motor Vehicles and Parts percent in May, salesat retail establishments and food
servicesrose 1.1 percent last month, according to pre-
liminary estimates by the CensusBureau. That increase
reflected arobust gaininautomotivesaes. Excluding au-
tomotive products, salesgrew by 0.4 percentin Junetoa
level that is 3.7 percent above salesayear earlier. While
consumer spending hasremained rel atively strong, thevery
high ratesof growth observed inthefirst quarter will not
be sustained inthe second quarter.
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+ Consumer sentiment declined shar ply. Troubled by
the possibilities of slower economic growth and high

N

0 unemployment in the coming year, households grew
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 Increes ngly pessimistic, according _tothe University of
Source: Census Bureau, U.S. Department of Commerce. Michigan’ssurvey of consumer sentiment for early July.

Plunging stock pricesinthewakeof the corporate scandd's

Stock Price Indexes were an important factor in subduing consumers’

800 enthusiasm. However, those declines in consumer
700 | NASDAQ sentiment do not necessarily presageadeclinein consumer
so0 | C°”‘p°s“e\"‘iex spending. Indeed, consumer sentiment fell in Juneeven

= asretall salesrose.
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g 400 | + Stock prices plummeted last week. Stock prices
= posted their largest weekly declinesincelast September.
§ 300 The Standard and Poorsindex of 500 stocks hasfallen
~ 200 T by nearly 20 percent since the end of March, and the
100 S&PS00 technol ogy-oriented NASDAQ compositeindex hasfalen
Composite Index by 26 percent. If those declinespersist, they might Slow
0 — | consumer spending. Continued declinesmay asoinhibit
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Journal. equity pricesraisethecost of capital.

NOTE: Each series is rebased so that its value in 1993
equals 100.
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Economy At A Glance Jun May Apr Mar ZQ?_tog g?[?i é?roi é?ro:;- 2001 2000
Economic Activity
Real GDP (% growth) 6.1 1.7 -1.3 1.2 4.1
Industrial Production (% growth)* 2.4 3.7 4.9 2.8 -6.7 -4.7 -3.9 4.5
Capacity Utilization (Level, %)* 75.5 75.4 75.3 75.1 74.7 76.2 76.8 81.8
Civilian Unemployment Rate (Level, %) 5.9 5.8 6.0 5.7 5.9 5.6 5.6 4.8 4.8 4.0
Housing Starts (Thousands)* 1733 1555 1644 1715 1573 1603 1603 1569
('?,z‘zj'rg\m)osab'e Personal income 37 09 22 138 81 123| 36 35
Retail Sales (% growth) 14.0 -12.4 15.4 -11 3.6 -2.4 12.9 -0.9 3.8 6.7
Personal Saving Rate (Level, %) 3.1 2.8 3.0 2.9 0.4 3.8 1.6 1.0
Inflation & Productivity
CPI-U Inflation, All tems (% growth)* 0.0 6.2 3.7 1.4 -0.3 0.7 2.8 34
Core CPI-U Inflation (% growth)* 2.4 3.7 1.2 2.3 2.7 2.7 2.7 2.4
Compensation per Hour (% growth) 3.6 4.2 3.7 4.1 4.5
Output per Hour (% growth) 8.4 55 11 1.9 3.3
Financial Markets
T-Bill Rate, 3-month (Level, %) 1.7 1.7 1.7 1.8 1.7 1.7 1.9 3.2 3.4 58
T-Note Rate, 10-years (Level, %) 4.9 52 5.2 53 51 51 4.8 5.0 5.0 6.0
Federal Funds Rate (Level, %) 1.8 1.8 1.8 1.7 1.8 1.7 2.1 3.5 3.9 6.2
Dow Jones Industrial Avg (Index Level) 9492 10080 10165 10501| 9913 10105 9641 9934 | 10189 10735
Sources: Bureau of Economic Analysis, US Department of Commerce; US Bureau of the Census; Board of Governors of the Federal Reserve System;
Bureau of Labor Statistics, US Department of Labor, Wall Street Journal; and, Haver Analytics.
Notes:  Except where otherwise noted, values in the table represent percentage growth measured at seasonally adjusted annual rates. Growth in
retail sales includes food services. Core CPI-U inflation is the percentage change in the CPI-U excluding food and energy as reported by the
Bureau of Labor Statistics. Compensation is the Employment Cost Index for workers in private industry. Productivity is output per hour for
private nonagricultural establishments. The 3-month Treasury bill rate is the secondary market rate.
* Subject to revision this week.

Upcoming Economic Releases:

) Industrial Production, June[Release: Tuesday, July 16, 2002]
J Housing Sarts, June[Release: Wednesday, July 17, 2002]

U International Trade, May [Release: Friday, July 19, 2002]

U Consumer Pricelndex, June[Release: Friday, July 19, 2002]
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